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APPROVAL OF FINANCIAL STATEMENTS 

I am responsible for the preparation of the financial statements, which are set out on pages 2 to 27, in terms of 
Section 126(1) of the Municipal Finance Management Act and which I have signed on behalf of the Municipality. 

I certify that the salaries, allowances and benefits of Councillors as disclosed in note 14 to the financial 
statements are within the upper limts of the framework envisaged in Section 219 of the Constitution, read with the 
Remuneration of Public Office Bearers Act and the determination of the Minister of Provincial and Local 
Government in accordance with that Act. 


GM Sineke 
Municipal Manager 
Accounting Officer 


Creighton 
28 August 2009 
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INGWE MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS - 30 June 2009 
ACCOUNTING OFFICER’S REPORT- for the year ended 30 June 2009 
1. Introduction 

The Ingwe (Leopard) Municipality, situated in southern KwaZulu-Natal province, has the 
demarcation code of KZN 431 (formerly KZSal) and is a Category B local municipality formed 
in terms of the Municipal Structures Act. It therefore forms part of the local government 
sphere of the South African democratic government system. It falls within the Sisonke 
Municipal District. It’s Municipal Council consists of twenty elected members and this is the 
decision-making body of the municipality. It’s area of jurisdiction includes the towns of 
Creighton where it’s capital building is situated, Bulwer, Donnybrook, the tribal areas and 
farms. It is mainly a rural and agricultural (dairy, cattle-ranching and timber) area with an 
estimated population of some 120 000 people. It relies heavily on conditional and 
unconditional grants that are received from the provincial and the local government spheres 
to fund it’s operations. 

It’s principal activities include: 

• Infrastructure planning and development such as access roads, community halls, 
public toilets and sportsfields. 

• Provision of housing. 

• Electrification of homes and schools. 

• Local economic development. 

• Promotion of tourism. 

• Traffic services. 

• Library services. 

• Poverty alleviation. 

• Education support. 

• Funding of free basic electricity. 

• Sports development. 

• Support for youth and for women. 

The municipality is governed by a wide variety of legislation of which the following are the 
main ones: 

• Local government: Municipal Structures Act. 

• Local government: Municipal Systems Act. 

• Local government: Municipal Finance Management Act. 

• Division of Revenue Act 

In recent years the municipality has been under considerable stress at the political and 
administrative levels resulting in underperformance and shortfalls in service delivery. This 
situation was stabilized from about April 2008 with reorganization at the political level and an 
alignment of the administration’s work with the requirements of the council. A CFO was 
appointed with effect from April 2008 and a municipal manager effective from May 2008. 

From the above it can be seen that the organization was running considerably below par in 
previous financial years. 

Being a medium-capacity municipality the conversion from the IMFO-model accounting 
standards to the national treasury accounting model and the GRAP standards was achieved, 
on time, with a few minor deviations approved by national treasury, with effect from 1 July 
2006. The following were the main changes: 

• Introduction of a register of property, plant and equipment that can provide 
depreciation information. 
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• Recording of the full equitable share (ostensibly an unconditional grant) as operating 
revenue upon receipt. 

• Initial recording of all conditional grants as current liabilities when they are received. 
This is done on the premise that they are refundable to the funding agency if they are 
not utilized or not properly utilized in terms of their conditions. 

• Transfer of conditional grants from current liabilities to operating revenue to the extent 
that they are expended. This is done in order to match the grant with the related 
spending pertaining to that grant in the statement of financial performance. 

• The recording of all non-capitaliseable expenditure as expenses in the statement of 
financial performance as and when they are incurred. This includes spending on 
housing projects where the houses will become the property of the beneficiaries in 
the development. Therefore housing projects are not treated as capital expenditure. 
The same applies to electrification projects funded through the municipality by DME 
and subsequently transferred to Eskom to own and operate. 

• Creation of a cash-backed capital replacement reserve to assist with the funding of 
capital expenditure called for in the IDP. 

• The funding of property, plant and equipment from the accumulated surplus. This 
means that much of the accumulated surplus is tied up in PPE and is therefore not 
available in cash or as aworking capital reserve. 

• The creation of a government grant reserve, a capitaliseation reserve and a 
revaluation reserve which are the other (in addition to the accumulated surplus) 
sources of funding for property, plant and equipment. These reserves are 100% 
backed by property, plant and equipment and are therefore not cash-backed. 

• Proper provision for doubtful debts where there has been inadequate credit control 
and debt collection in relation to rates and service charges. 

• Proof that all unspent grant balances and cash-based reserves are properly backed 
by cash and investments throughout the year and as at the financial year end. 

2. Comments on the statement of financial performance 

It is important to note the following points in relation to this statement: 

The development of low-cost housing projects, as well as the electrification of rural homes 
and schools, is treated as operating expenditure (in the period in which it is incurred) in the 
statement of financial performance on the basis that ownership of the assets created is fully 
transferred to the housing beneficiaries and to Eskom. This expenditure is matched by a 
transfer of the grants received from the provincial department of housing and the department 
of mineral affairs and energy to revenue. These activities then, are not treated as creating 
property, plant or equipment as the assets created are not the property of the municipality. 

The apparently large “operating surplus” of R14 674 223 is mainly due to the fact that 
conditional government grants in respect of additions to property, plant and equipment 
(capital expenditure) totaling Rll 816 945 have been included in revenue. However, the 
related, matching expenditure, being capital in nature, is not recorded in the statement of 
financial performance under the heading “expenditure”. Hence the large apparent surplus. 

This is the correct procedure in terms of the national treasury accounting model and GRAP 
accounting standards. The related spending of Rll 816 945 is reflected “below the line” in the 
statement of changes in net assets. This information could be expressed in the following 
manner: 



Actual 

Surplus for the year, as reflected in the statement of financial 
performance 

14 674 223 

Less: Transfer to the government grant reserve, representing 
expenditure for the year on capital assets that were funded by 
conditional government grants 

(11 816 945) 

Actual surplus for the year 

2 857 278 
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The spending on capital assets financed from conditional government grants 
was in respect of the following projects: 


R 

Municipal infrastructure grant projects (mainly access roads and 
community halls) 

8 050 789 

Construction of an archives office 

86 600 

Computer equipment 

167 990 

Furniture and fittings 

31 975 

Plant and equipment 

10 086 

Sisonke Stimela rail tourism project (coaches and locomotive) 

1 929 387 

Centocow dining facilities and accommodation (tourism project) 

694 302 

Nkwezela sportsfield 

845 816 

Total 

11 816 945 


An amount of R2 000 000 was contributed to the capital replacement reserve in respect of the 
2009 financial year based on the following calculation: 



R 

Actual surplus for the year as calculated above 

2 857 278 

Less: Capital expenditure during the year financed from internal funds: 


Dwelling on Erf 68 Creighton for rental to municipal staff 

(387 159) 

Dwelling on Erf 87 Creighton for rental to municipal staff 

(519 197) 

Sisonke Stimela locomotive 

(302 500) 


1 648 422 



Add: Offsetting depreciation transferred to the accumulated surplus 
from the government grant reserve, capitalization reserve and 
revaluation reserve 

2 447 946 

Cash surplus available for transfer to the CRR 

4 096 368 


The balance of R2 096 368 has been left in the accumulated surplus to bolster our working 
capital requirements. 

Actual operating revenue and expenditure are compared with budget on Appendix B(l) and 
brief explanations are given in this appendix for variances from the budget. Brackets indicate 
adverse variances. 

By far our largest grant receivable was the equitable share of national revenue at 
R21 589 671 for the financial year. This was equal to the budgeted amount. The equitable 
share is treated as an unconditional grant and is credited direct to operating revenue upon 
receipt. 

Referring to Appendix B(l) revenue realised from conditional government grants (both capital 
and operating) that were utilized during the financial year was less than budget by R33 992 
684, the following being the main reasons: 


Capital projects 

R 

(brackets indicate an adverse variance) 


Municipal infrastructure projects (MIG grant): slightly less than budget, 
however the pace of spending of this grant has improved considerably 
over previous years with a corresponding improvement in service delivery 

(662 666) 

The Sisonke Stimela rail tourism project is well in hand and the balance of 
the spending of this budget on the seven coaches and power car took 
place during August 2009 while the refurbishment of the steam 
iocomotive is ongoing 

(3 670 613) 
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Construction of the Nkwezela sportsfield is progressing well 

(129 185) 

Development of the Centocow dining facility and accommodation is also 
progressing well 

(109 917) 



Community and administrative projects budgeted for but underspent 


Emasameni electrification project (phase 2): a contractor has been 
appointed and work has begun early in the 2010 financial year: the grant 
has been rolled over to the new year. The project was delayed due to 
concerns over increasing costs 

(5 737 650) 

The Creighton extension housing project has been curtailed due to 
reduced allocations from the provincial housing department 

(18 000 000) 

The Tarr’s Valley housing project has been delayed due to reduced 
allocations from the provincial housing department and rising costs 

(2 911 000) 

Bulwer housing project: budget set a little too high 

(1 291 464) 

Other smaller variances 

(1 480 189) 

Total variance 

(R33 992 684) 


Interest received on investments and credited to operating revenue is better than budget by 
R1 489 244 due in part to the discretion recently given by the national treasury to all 
accounting officers to not credit interest received to unexpended grants. This additional 
interest has been used to cover the cost of the VAT recovery exercise which has now been 
successfully concluded with R 7 597 172 in arrear VAT claims being collected from SARS. 

Again referring to Appendix B(l), operating expenditure was less than budget by 
R32 447 517. The explanations given in the table above apply equally to this variance. 


3. Comments on the statement of financial position as at 30 June 2009 

The statement of financial position shows that the municipality was technically solvent as at 
30 June 2009. All cash-based reserves and unexpended grants were properly cash-backed 
as at that date. 



Full 

balance 

sheet: 

30/6/2009 

PPE 

balance 

sheet 

Grants 

balance 

sheet 

Own cash- 
backed 

reserves 

balance sheet 

Remaining 
balance sheet 


ROOO 

ROOO 

ROOO 

ROOO 

ROOO 

Non-current assets 






Property, plant and equipment 

48 349 

48 349 




Current assets 






Investments 

37 234 


20 949 

3 420 

12 865 

Bank and cash 

839 




839 

Rates and consumer debtors 

523 




523 

Other debtors 

178 




178 

VAT 

2 351 




2 351 







TOTAL ASSETS 

89 474 

48 349 

20 949 

3 420 

16 756 







Reserves 






Capital replacement reserve 

3149 



3149 


Capitalisation reserve 

260 

260 




Government grant reserve 

37 435 

37 435 




Revaluation reserve 

2 773 

2 773 




Disaster relief reserve 

271 



271 


Accumulated surplus 

19 802 

7 881 



11 921 







Current liabilities 






Unspent conditional grants and 
receipts 

20 949 


20 949 



Creditors 

4 835 




4 835 

TOT RESERVES AND LIABILITES 

89 474 

48 349 

20 949 

3 420 

16 756 
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The table above analyses our statement of financial position (balance sheet) into component 
balance sheets in a reduction process in order to arrive at the remaining balance sheet. The 
following points arise from this process: 

• PPE is funded by the whole of the capitalization, government grant and revaluation 
reserves and by 40% of the accumulated surplus. 

• All of the unexpended government grants are backed by cash in the bank. 

• The capitalization and disaster relief reserves are fully backed by cash. 

• The remaining balance in the balance sheet shows that the accumulated surplus 
(own funds) is fully backed by cash, especially now that the outstanding VAT has 
been collected. This will improve even further when the remaining VAT claims totaling 
R2 351 000 are collected. 

However the large balance of R20 949 012 in unexpended conditional government grant 
moneys would indicate a lack of spending and a concomitant lack of service delivery. There is 
currently considerable pressure from national government to make municipalities refund 
unexpended and uncommitted grant moneys. 

Referring to Appendix C to the financial statements the following comments attempt to offer a 
balanced view of this situation: 

• The Bulwer housing project progressed well and has been completed. 

• The Ngcobo’s Farm housing project has been delayed. 

• The Tar’s Valley housing project has been proceeding slower than expected due to 
problems with labour, materials and escalating costs. It is scheduled to be completed 
in the 2009/10 financial year. 

• The balance on the Amakhuze biodiversity grant is totally earmarked for the 
completion of the Centocow dining and accommodation facility which is a tourism 
infrastructure project. This facility will be commissioned in September 2009. 

• The R1 500 000 biofuel grant which was received from project consolidate has been 
approved for diversion to the Sisonke Stimela rail tourism project and has been fully 
committed to the restoration of a steam locomotive, which is currently in progress, 
and for the purchase of about three further passenger coaches. The funds have been 
fully utilized in July 2009. 

• During the year provincial library services donated six computers and related printers 
and furniture, worth R62 289, to the Bulwer library for use by the community. A cyber- 
cadet is yet to be employed to supervise use of these computers. 

• The DBSA grant was used to pay for all of the advertising costs, totaling R55 684, 
associated with property rates introduction. 

• After delays around rising construction costs, a contractor was recently appointed for 
the electrification of Emasameni (Phase 2). These funds are therefore committed and 
the first payment of R2 000 000 is due to be paid to the contractor in August 2009. 
The project is due to be completed in October 2009. 

• The financial management grant has been utilized to pay the internal auditor’s salary, 
finance interns’ salaries, computer equipment purchased for them, the Samras 
accounting system upgrade, the 2008/09 SDBIP and verification work done on the 
2007/08 register of property, plant and equipment. 

• The GIS funds will be utilized in the 2009/10 year to install the updated aerial imagery 
and cadastral information associated with the recent general revaluation exercise 
(part of property rates introduction). 

• R163 600 of the Gerard Bhengu art gallery grant was spent during the year on the 
development and reproduction of a CD on the history of the Centocow area as part of 
the tourism drive (which is also linked to the rail tourism initiative). The balance of this 
grant has been diverted to the Centocow dining and accommodation project and has 
been fully expended on this project. 

• The indigent support grant has been applied to assist with the costs of free basic 
electricity and of funeral support for indigent families. This frees up more equitable 
share funds for other uses. 
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• A provincial grant of R78 900 was received to assist with the salary of the cyber-cadet 
for the Bulwer library. 

• A grant of R500 000 was received during the year to cover the appointment of a local 
government expert to assist with all matters of good corporate governance. 

• The rate of spending of the MIG grant has improved considerably over recent years 
and various projects to construct access roads and community halls are well under 
way. 

• The management assistance program grant was used to pay for production of the 
2007/08 annual report, training on the Samras finance system, upgrading of the file 
server and data collectors relating to indigency support system. 

• We have now used a considerable portion of the municipal systems improvement 
grant to fund the general revaluation in terms of the property rating act, ward 
committees and the IDP/PMS staff. MPRA introduction has gone very well. 

• The balance of the property rating grant (R420 021) has been earmarked to pay for 
ongoing monthly maintenance of the valuation roll, in terms of a contract with our 
valuers, which will cost about RIOO 000 per annum over four years, beginning on 1 
July 2009. 

• The Gijima KZN grant for Sisonke Stimela is totally earmarked for the seven coaches 
and a power car which were completed by Rovos Rail in July 2009. An amount of 
R2,9 million was paid to Rovos Rail in August 2009. 

• The Nkwezela sportsfield has progressed well and is almost complete. 

• The Vuna awards prize money was used to construct and equip the new archives 
office. A business plan is in place which will utilize the balance of the money. 


A total of R1 024 218 was utilized from the capital replacement reserve as internal funding for 
capital expenditure during the year. A cash-backed balance of R3 148 949 remains as at 
30 June 2009 after making a R2 000 000 contribution from the operating surplus to the 
reserve during the year. 


GM Sineke 

Municipal Manaqer/ Accountinq Officer 


28 August 2009 
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STATEMENT OF FINANCIAL POSITION at 30 June 2009 


Note 


2009 

R 


2008 

R 


ASSETS 


Non-current assets 

Property, plant and equipment 1 48 349 370 35 491 758 


Current assets 


Investments 

2 

37 233 262 


30 636 278 

Consumer debtors 

3 

523 063 


262 084 

Other debtors 

4 

178 046 


90 373 

Value added tax 

5 

2 351 218 


7 513 996 

Bank balances and cash 

6 

839 190 


1 387 728 


41 124 779 39 890 459 


89 474 149 75 382 217 


RESERVES AND LIABILITIES 


Net assets 

Capital replacement reserve 
Capitalisation reserve 
Government grant reserve 
Revaluation reserve 
Disaster relief reserve 
Accumulated surplus 


3 148 949 
259 619 


37 

434 

658 

2 

773 

022 


271 

070 

19 

802 

711 

63 

690 

029 

o 

C\J 

949 

012 


835 

108 

25 

784 

120 

89 

474 

149 


1 929 669 
473 038 
28 125 744 
174 666 
271 070 
14 682 169 


45 

656 

356 

24 

259 

814 

5 

466 

047 

29 

725 

861 

75 

382 

217 


Current liabilities 

Unspent grants and receipts 
Creditors 


7 

8 
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STATEMENT OF FINANCIAL PERFORMANCE 
for the year ended 30 June 2009 




2009 

2009 

2008 

2008 



Actual 

Budget 

Actual 

Budget 


Note 

R 

R 

R 

R 

Revenue 






Property rates 

9 

765 561 

768 168 

724 631 

700 000 

Property rates - penalties and charges 


- 

40 000 

- 

80 000 

Service charges 

10 

248 198 

214 899 

189 644 

200 000 

Fines 


133 490 

120 000 

82 240 

100 000 

Rent of facilities and equipment 


123 247 

- 

35 406 

33 089 

Interest - investments 


2 389 244 

900 000 

1 732 551 

900 000 

Interest - outstandlng debtors 


- 

30 000 

- 

36 000 

Government grants and subsidles 

11 

43 459 312 

77 451 996 

32 442 181 

40 921 816 

Other Income 

12 

103 070 

1 798 225 

41 310 

540 311 


Expenditure 


Employee-related costs 
Remuneration of counclllors 
Doubtful debts provlslon 
Contracted servlces 
Depreciation 
General expenses 
Repalrs and malntenance 
Interest pald 

(Galn) / loss on disposal of property, plant 
and equipment 

Expenditure on administrative and 
community projects 


Operating surplus for the year 


47 

222 

122 

7 

293 

167 

4 

081 

956 


12 

647 

2 

457 

974 

3 

255 

630 

4 

460 

346 


392 

557 



569 

( 12 

322) 

10 

605 

375 

32 

547 

899 

14 

674 

223 


81 323 288 



16 327 872 


35 247 963 



5 813 508 


43 511 216 



8 805 018 


Refer to Appendix B (1) for commentary on variances 
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STATEMENT OF CHANGES IN NET ASSETS 
for the year ended 30 June 2009 



Capltal 


Government 


Disaster 

Property 




replacement 

Capltallsation 

grant 

Revaluation 

relief 

revaluation 

Accumulated 



reserve 

reserve 

reserve 

reserve 

reserve 

reserve 

surplus 

Total 


R 

R 

R 

R 

R 

R 

R 

R 

2008 









Balance at 1 July 2007 

2 878 289 

480 180 

28 053 161 

178 170 

216 070 

500 000 

11 756 241 

44 062 111 

Prior year adjustment: Emasamenl electriflcation w/off 



( 3 153 117) 





( 3 153 117) 

Prior year adjustment: Interest transferred to grants 







( 1 066 146) 

( 1 066 146) 

Contributlon to capital replacement and 









dlsaster relief reserves 

- 




55 000 


( 55 000) 

- 

Transfer from reserves to accumulated surplus 






( 500 000) 

500 000 

- 

Property, plant and equlpment purchased 

( 948 620) 






948 620 

- 

Capltal grants used to purchase property, 








- 

plant and equipment 



5 296 847 




( 5 296 847) 

- 

Offsetting depreciation 


( 7 142) 

( 2 027 807) 

( 3 504) 



2 038 453 

- 

Disposals of property, plant and equipment 



( 43 340) 




43 340 

- 

Surplus for the year 







5 813 508 

5 813 508 

Balance at 30 June 2008 

1 929 669 

473 038 

28 125 744 

174 666 

271 070 

- 

14 682 169 

45 656 356 

2009 









Contributlon from provlnce for previous fencing cost 

243 498 







243 498 

PPE adjustments for fixed property, impairment, lives 


( 208 062) 


2 644 930 



( 26 767) 

2 410 101 

Prior years adjustment: MSIG reallsed to revenue 







705 851 

705 851 

Contributlon to capital replacement reserve 

2 000 000 






( 2 000 000) 

- 

Property, plant and equlpment purchased 

( 1 024 218) 






1 024 218 

- 

Capltal grants used to purchase property. 









plant and equipment 



11 816 945 




( 11 816 945) 

- 

Offsetting depreciation 


( 5 357) 

( 2 396 015) 

( 46 574) 



2 447 946 

- 

Disposals of property, plant and equipment 



( 112 016) 




112 016 

- 

Surplus for the year 







14 674 223 

14 674 223 


3 148 949 

259 619 

37 434 658 

2 773 022 

271 070 

19 802 711 

63 690 029 


Balance at 30 June 2009 
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CASH FLOW STATEMENT 
for the year ended 30 June 2009 


Note 


2009 

R 


2008 

R 


Cash flow resulting from operating activities 

Equitable share and cash receipts from SARS, ratepayers/consumers 
Cash paid to employees and suppliers 

Cash utilised by operations 
Interest received 
Interest paid 

Cash flow from operating activities 16 

Cash flow resulting from investing activities 

Acquisition of property, plant and equipment 
Proceeds of disposal of property, plant and equipment 


Cash flow resulting from financing activities 

Cash contributions from the state 
Repayment of long term liabilities 
Receipt of consumer security deposits 


Net increase in cash and cash equivalents 


30 338 783 
( 32 418 505) 


(2 

079 

722) 

3 

412 

825 


( 

569) 

1 

332 

534 

( 14 

050 

018) 


281 

320 

( 13 

768 

698) 

18 

484 

610 

18 

484 

610 

6 

048 

446 

32 

024 

006 


38 072 452 


17 859 280 
( 28 124 604) 


( 10 

265 

324) 

2 

879 

472 


( 1 

795) 

(7 

387 

647) 

(6 

245 

467) 


11 

500 

(6 

233 

967) 

16 

841 

739 

16 

841 

739 

3 

220 

125 

28 

803 

881 


32 024 006 


Cash and cash equivalents at beginning of year 
Cash and cash equivalents at end of year 


17 
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ACCOUNTING POLICIES 

for the year ended 30 June 2009 


1 Basis of presentation 


These financial statements have been prepared, where applicable, in accordance with the Standards of 
Generally Recognised Accounting Practice (GRAP) that were prescribed by the Minister of Finance in 
Government Gazettes 28095 of December 2005, 30013 of June 2007 and 31021 of May 2008. 


These standards are as follows (ones marked with an asterisk are not applicable to the Ingwe Municipality): 


GRAP 1 
GRAP 2 
GRAP 3 
GRAP 4 
GRAP 5 
GRAP 6 
GRAP 7 
GRAP 8 
GRAP 9 
GRAP 10 
GRAP 11 
GRAP 12 
GRAP 13 
GRAP 14 
GRAP 16 
GRAP 17 
GRAP 19 
GRAP 100 
GRAP 101 
GRAP 102 


Presentation of Financial Statements 
Cash Flow Statements 

Accounting Policies, Changes in Accounting Estimates and Errors 
The Effects of Changes in Foreign Exchange Rates (*) 

Borrowing Costs (*) 

Consolidated and Separate Financial Statements (*) 

Investments in Associates (*) 

Interests in Joint Ventures (*) 

Revenue from Exchange Transactions 

Financial Reporting in Flyperinflationary Economies (*) 

Construction Contracts (*) 

Inventories (*) 

Leases (*) 

Events After the Reporting Date 
Investment Property (*) 

Property, Plant and Equipment 

Provisions, Contingent Liabilities and Contingent Assets 
Non-current Assets Held for Sale and Discontinued Operations 
Agriculture (*) 

Intangible Assets 


2 Presentation currency 


The financial statements have been presented in South African Rand. 


3 Going concern assumption 


The financial statements have been prepared on the going concern basis. 


4 Reserves 


4.1 Capital replacement reserve (CRR) 

In order to finance the provision of infrastructure and other items of property, plant and equipment from 
internal sources, amounts are transferred from the accumulated surplus to the CRR in terms of a Council 
resolution. Corresponding amounts are transferred to a designated CRR bank or investment account. The 
amounts transferred to the CRR are based on the availability of funds in the accumulted surplus and on the 
municipality's need to finance future capital projects that are included in its Integrated Development Plan. 

The cash in the CRR bank or investment account can only be utilised to finance items of property, plant and 
equipment. The CRR is reduced and the accumulated surplus is credited by corresponding amounts when 
funds in the CRR are utilised. 
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ACCOUNTING POLICIES 

for the year ended 30 June 2009 


4.2 Capitalisation reserve 

Upon the implementation of GAMAP and GRAP, the balances on certain funds created in terms of the local 
authorities ordinance applicable at that time that had historically been utilised for the acquisition of property, 
plant and equipment, were transferred to a capitalisation reserve (instead of the accumulated surplus) in 
terms of a directive issued by National Treasury. When these items of property, plant and equipment are 
depreciated, a transfer is made from the reserve to the accumulated surplus. 

The purpose of this policy is to promote community equity by ensuring that future depreciation charges that 
will be incurred over the useful lives of these items of property, plant and equipment are off-set by transfers 
from the reserve to the accumulated surplus. When any of these items are disposed of, the balance in the 
reserve attributable to such items is transferred to the accumulated surplus. 

The balance on the capitalisation reserve is equal to the carrying value of the items of property, plant and 
equipment financed from the former legislated funds. 

4.3 Government grant reserve 

When items of property, plant and equipment are financed from government grants, a transfer is made from 
the accumulated surplus to the government grant reserve equal to the grant recorded as revenue in the 
statement of financial performance in accordance with a directive issued by National Treasury. When such 
items of property, plant and equipment are depreciated, a transfer is made from the reserve to the 
accumulated surplus. 

The purpose of this policy is to promote community equity by ensuring that future depreciation charges that 
will be incurred over the useful lives of the items of property, plant and equipment funded from government 
grants are off-set by transfers from the reserve to the accumulated surplus. When any of these items are 
disposed of, the balance in the reserve attributable to such items is transferred to the accumulated surplus. 


4.4 Revaluation reserve 

The surplus arising from the revaluation of property, plant and equipment is credited to the revaluation 
reserve. On disposal of PPE the net revaluation surplus is transferred to the accumulated surplus while 
gains or losses on disposal based on revalued amounts are credited or charged to the statement of financial 
performance. 

4.5 Disaster relief reserve 

The municipality has a disaster relief reserve to set aside amounts to provide for payments to residents of 
the municipality who have suffered losses as a result of natural disasters. Amounts are transferred from the 
accumulated surplus to the reserve each year in terms of the budget. 

The reserve is reduced and the accumulated surplus is credited by corresponding amounts when funds in 
the reserve are utilised. 
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5 Property, plant and equipment 

Property, plant and equipment is stated at cost less accumulated depreciation, except land which is stated at 
values reflected in the valuation roll. The effective date of the last valuation was 2 July 2008. 

Depreciation is calculated on cost using the straight-line method over the estimated useful lives of the 
assets. The annual depreciation rates are based on the following estimated useful lives which are reviewed 
annually: 


Infrastructure Years 

Roads, pavement and drains 10 

Taxiranks 20 

Community 

Buildings 30 

Sports fields 30 


Other 

Years 

Buildings 

30 

Motor vehicles 

5 - 7 

Railway coaches 

15 

Security fencing 

3 - 5 

Plant and equipment 

2 - 5 

Office equipment 

3 - 5 

Furniture and equipment 

2 - 10 


Land is not depreciated as it is deemed to have an indefinite life. 

Where the carrying amount of an item of property, plant and equipment is greater than the estimated 
recoverable amount, it is written down immediately to its recoverable amount and an impairment loss is 
charged to the statement of financial performance. 

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is 
determined as the difference between the sale proceeds and the carrying value and is recognised in the 
statement of financial performance. 

In the 2008 financial year the following requirements of GAMAP 17 and lAS 36 relating to property, plant and 
equipment were not complied with: 

- Review of the useful lives. 

- Review of the depreciation method; and 

- Testing for impairment.. 

In the current financial year these requirements have been complied with. 


6 Consumer and other debtors 

Consumer and other debtors are carried at anticipated realisable value. An estimate is made for doubtful 
debts based on a review of outstanding amounts at year end. Bad debts are written off in the year in which 
they are identified. Amounts that are receivable within twelve months from the reporting date are classified 
as current. 

7 Creditors 


Trade creditors are stated at their nominal value. 
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8 Revenue recognition 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. Collection 
charges are recognised when such amounts are legally enforceable. Penalties on unpaid rates is 
recognised on a time-proportion basis. 

Service charges for refuse removal are recognised on a monthly basis by applying the approved tariff to 
each property that has improvements. Tariffs are determined per category of usage. Revenue arising from 
the application of other approved tariff charges is recognised when the service is rendered. 

Interest and rentals are recognised on atime proportion basis. 

Revenue from fines is recognised when payment is received. 

Revenue from public contributions is recognised when all conditions associated with the contribution have 
been met, or where the contribution is to finance property, plant and equipment, when such items are 
brought into use. 

9 Conditional grants receivable 

Receipts in respect of conditional grants are recognised as revenue to the extent that any of the criteria, 
conditions and obligations contained in the agreements have been complied with. To the extent that the 
criteria, conditions and obligations have not been met, a liability is recognised. 

10 Provisions 

Provisions are recognised when the municipality has a present or constructive obligation as a result of past 
events, when it is probable that an outflow of resources embodying economic benefits will be required to 
settle the obligation and when a reliable estimate of the provision can be made. Provisions are reviewed at 
the reporting date and adjusted to reflect the current best estimate. 

11 Cash and cash equivalents 

Cash includes cash on hand and cash with banks. Cash equivalents are short-term, highly liquid 
investments with maturities of three months or less that are held with registered banking institutions and are 
subject to an insignificant risk of loss in value. 

12 Retirement benefits 

The municipality provides retirement benefits for its employees. The contributions to fund obligations for the 
payment of retirement benefits are charged against revenue in the year in which they become payable. The 
defined benefit funds, which are administered on a provincial basis, are actuarially valued on a triennial 
basis. 

13 Comparative information 

When the presentation or classification of items in the annual financial statements is amended, prior year 
comparative amounts are are also reclassified. The nature and reason for the reclassification is disclosed. 
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NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2009 


1 Property, plant and equipment 




Community 

Other 



Infrastructure 

assets 

assets 

Total 


R 

R 

R 

R 

2009 





At beginning of year 





Cost 

16 692 465 

14 370 482 

10 435 018 

41 497 965 

Revaluation 

- 

70 110 

122 075 

192 185 

Work in progress 
Accumulated depreciation 

2 062 260 

49 453 

- 

2 111 713 

- Cost 

( 4 127 144) 

( 926 256) 

( 3 239 186) 

( 8 292 586) 

- Revaluation 

- 

( 11 685) 

( 5 834) 

( 17 519) 

Carrying value 

14 627 581 

13 552 104 

7 312 073 

35 491 758 

Current year movements 

Acquisitions at cost 

8 946 997 

3 456 349 

1 646 671 

14 050 017 

Adjustments 

Depreciation 

" 

748 000 

1 662 101 

2 410 101 

- Cost 

( 1 820 725) 

( 527 336) 

( 860 995) 

(3 209 056) 

- Revaluation 

- 

( 35 407) 

( 11 167) 

(46 574) 

Disposals 

Accumulated depreciation 

(77 878) 

“ 

( 447 735) 

(525 613) 

on disposals 

- 

- 

178 737 

178 737 

At end of year 

21 675 975 

17 193 710 

9 479 685 

48 349 370 

Made up as follows 





Cost 

20 582 505 

14 890 084 

11 399 125 

46 871 714 

Revaluation 

- 

818 110 

2 019 005 

2 837 115 

Work in progress 
Accumulated depreciation 

7 041 339 

2 986 200 

- 

10 027 539 

- Cost 

( 5 947 869) 

( 1 453 592) 

( 3 921 444) 

(11 322 905) 

- Revaluation 

- 

( 47 092) 

( 17 001) 

(64 093) 

Carrying value 

21 675 975 

17 193 710 

9 479 685 

48 349 370 


Land is stated at the values reflected in the valuation roll. 
The effective date of the last valuation is 1 July 2001. 


Refer to Appendix B for more detail on property, plant 
and equipment. 
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1 


Property, plant and equipment (continued] 


2008 

At beginning of year 
Cost 

Revaluation 
Work in progress 
Accumulated depreciation 

- Cost 

- Revaluation 


Carrying value 

Current year movements 

Acquisitions at cost 
Elec.project tfrd to Eskom 
Depreciation 

- Cost 

- Revaluation 
Disposals 

Accumulated depreciation 
on disposals 

At end of year 

Made up as follows 
Cost 

Revaluation 
Work in progress 
Accumulated depreciation 

- Cost 

- Revaluation 



Community 

Other 


Infrastructure 

assets 

assets 

Total 

R 

R 

R 

R 


14 264 168 

6 059 252 

10 118 989 

30 442 409 

- 

70 110 

122 075 

192 185 

4 471 569 

5 801 138 

- 

10 272 707 

( 2 615 236) 

( 494 024) 

( 9 348) 

( 2 500 433) 

( 4 668) 

( 5 609 693) 

( 14 016) 

16 120 501 

11 427 128 

7 735 963 

35 283 592 

3 172 106 

2 559 545 

513 816 

6 245 467 

( 3 153 118) 

- 

- 

(3 153 118) 

( 1 511 908) 

( 432 232) 

( 2 337) 

( 853 482) 

( 4 671) 

(197 787) 

(2 797 622) 
(7 008) 
(197 787) 

- 

- 

118 234 

118 234 

14 627 581 

13 552 104 

7 312 073 

35 491 758 

16 692 465 

14 370 482 

10 435 018 

41 497 965 

- 

70 110 

122 075 

192 185 

2 062 260 

49 453 

- 

2 111 713 

( 4 127 144) 

( 926 256) 

( 11 685) 

( 3 239 186) 

( 5 834) 

( 8 292 586) 

( 17 519) 

14 627 581 

13 552 104 

7 312 073 

35 491 758 


Carrying value 
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2 Investments 


2009 

R 


Deposits with First National Bank: 

32-Day notice deposits 
Money market deposit 

Deposit with Standard Bank: 
Money market deposit 


550 840 
30 319 402 


6 363 020 


37 233 262 


Deposits of R3 148 949 (2008 : R1 929 669) attributable to the 
capital replacement reserve have been ring-fenced. 

Further deposits of R20 949 012 (2008 : R24 259 814) have 
also been ring-fenced to cover conditional grants that have not 
yet been spent. 

3 Consumer debtors 


2009 

R 

Rates and service debtors 
Less: Provision for doubtful debts 


523 063 


1 814 320 
( 1 291 257) 


Ageing of rates and service debtors 


1 - 30 Days 23 977 

31 - 60 Days 20 740 

61 - 90 Days 13 175 

91 - 120 Days 15 191 

120 Days and more 1 741 237 


1 814 320 


Reconciliation of provision for doubtful debts 

At beginning of year 1 278 610 

Contribution to provision 12 647 

Write-off of all penalties and interest due to credit control problems 


At end of year 1 291 257 


2008 

R 


1 356 029 
23 582 768 


5 697 481 


30 636 278 


2008 

R 

1 540 694 
( 1 278 610) 


262 084 


19 572 

17 051 

18 955 
18 250 

1 466 866 


1 540 694 


1 900 000 
(621 390) 


1 278 610 


The debtors system does not cater for the customer classification of debtors. 
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4 Other debtors 

2009 

R 

Security deposits with suppliers 63 027 

Other 115 019 


178 046 


5 Value added tctx 

2009 
R 

2 351 218 


2 351 218 


Value added tax is accounted for on the receipts and payments basis. 

6 Bank balances and cash 


Claimed from S A Revenue Service 

Less: Provision for doubtful recovery from SARS 

Estimated recoverable portion, recoverable in next 12 montbs 


2009 

R 

Bank balances 
Cash 


839 190 


839 081 
109 


The municipality has the following current bank accounts: 


Primary account 

First National Bank - Ixopo Branch 
Account number 5255 1036 969 

Cash book balance at beginning of year 185 225 

Cash book balance at end of year 835 757 

Bank statement balance at beginning of year 202 111 

Bank statement balance at end of year 826 898 


Salaries account 

First National Bank - Ixopo Branch 
Account number 6205 1076 688 

Cash book balance at beginning of year 6 292 

Casb book balance at end of year 3 323 

Bank statement balance at beginning of year 6 292 

Bank statement balance at end of year 3 323 


2008 

R 

63 027 
27 346 


90 373 


2008 

R 

8 713 996 
(1 200 000) 
7 513 996 


2008 

R 

1 387 628 
100 


1 387 728 


689 177 


185 225 


713 059 


202 111 


500 


6 292 


500 


6 292 
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6 Bank balances and cash (continued] 


2009 

R 


Bio-fuel project account 

First National Bank - Ixopo Branch 
Account number 6211 2964 293 

Cash book balance at beginning of year 55 781 

Cash book balance at end of year 

Bank statement balance at beginning of year 55 781 

Bank statement balance at end of year 


R 

Sisonke Stimela project account 

First National Bank - Ixopo Branch 
Account number 6216 4356 274 

Cash book balance at beginning of year 1 140 329 

Cash book balance at end of year 

Bank statement balance at beginning of year 1 140 329 

Bank statement balance at end of year 


7 Unspent grants and receipts 

2009 

R 

Conditional grants from other spheres of government: 

National and Provincial 20 949 012 


20 949 012 


Refer to note 11 for reconciliation of grants. These amounts 
are held in ring-fenced investments until utilised 

8 Creditors 


2009 

R 

T rade creditors and contract retentions 
Staff leave encashment 
Other creditors 


4 835 108 


4 376 005 
267 316 
191 787 


2008 

R 


55 781 


55 781 


R 


1 140 329 


1 140 329 


2008 

R 


24 259 814 


24 259 814 


2008 

R 

4 849 390 
358 368 
258 289 


5 466 047 
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9 Property rates 


2009 

R 


Property rates raised 

Residential, commercial and state 765 561 


765 561 


Property valuations 

Residential, commercial and state (land only) 4 686 980 


4 686 980 


Valuations of land are performed every five years. The last 
valuation came into effect on 1 July 2001. Interim valuations 
are carried out to take account of changes in individual propert> 
values due to subdivisions. 

Rates are levied annually. 


10 Service charges 


Refuse removal 
Other charges 


2009 

R 

247 848 
350 


248 198 


2008 

R 

724 631 


724 631 


4 686 980 

4 686 980 


2008 

R 

189 644 

189 644 
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11 Government grants and subsidies 

2009 

R 

Equitable share 21 589 671 

Other national and provincial grants utilised 21 869 641 


Credited to operating revenue 43 459 312 


Equitable share 
Unspent at beginning of year 

Received in current year 21 589 641 

Used for capital expenditure 

Used for administrative and community projects 

Transferred to operating revenue -21 589 641 

Transferred to accumulated surplus ^ 

Unspent at end of year 


Other national and provincial grants 

Unspent at beginning of year 

Received in current year 

Interest credited 

Used for capital expenditure 

Used for administrative and community projects 


24 259 814 
18 241 112 
1 023 581 
( 11 816 946) 
( 10 758 549) 


Unspent at end of year - Refer to note 7 


20 949 012 


Based on the allocations contained in the Division of Revenue 
Act 2008, no significant changes in the level of government 
grant funding are expected over the forthcoming three years. 


12 Other income 


2009 

R 

103 070 


2008 

R 

16 930 273 
15 511 908 


32 442 181 


16 930 273 


-16 930 273 


20 716 915 
16 841 739 
2 213 067 
( 5 296 847) 
( 10 215 060) 


24 259 814 


2008 

R 

41 310 


Sundry income 
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13 Employee-related costs 

2009 2008 

R R 

Salaries 5 677 922 4 732 894 

Medical aid, pension and UIF contributions 913 071 613 773 

Travelling allowances 302 191 180 705 

Overtime payments 160 214 362 442 

Annual and performance bonuses 239 769 186 866 

7 293 167 6 076 680 


Advances to employees amounted to R nil 
at year end 


Remuneration of Municipal Manager 


Salary 

545 832 

494 658 

Travelling allowance 

103 968 

76 593 

Performance bonus 

- 

- 

UIF contributions 

1497 

1473 


651 297 

572 724 

Remuneration of Chief Financial Officer 

Salary 

300 000 

237 107 

Travelling allowance 

120 000 

48 536 

Performance bonus 

- 

- 

UIF contributions 

1 378 

1 223 


421 378 

286 866 

Remuneration of Technical Director 

Salary 

353 742 

235 867 

Travelling allowance 

38 988 

29 321 

Performance bonus 

- 

- 

UIF contributions 

1497 

1 348 


394 227 

266 536 

Remuneration of Internal Auditor 

Salary 

362 730 

383 400 

Travelling allowance 

30 000 

30 000 

Performance bonus 

- 

- 

UIF contributions 

1497 

1473 


394 227 


414 873 
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13 Employee related costs (continued] 

2009 2008 

R R 

Remuneration of LED and Tourism Manager 

Salary 360 240 267 754 

Travelling allowance 32 490 30 000 

Performance bonus 

UIF contributions 1 497 1 473 

394 227 299 227 


14 Remuneration of councillors 



2009 

2008 


R 

R 

Mayor 

501 667 

274 153 

Deputy Mayor 

404 530 

291 024 

Speaker 

223 672 

252 985 

Executive Committee member 

380 246 

340 004 

Councillors 

2 571 841 

1 963 399 

Medical aid and pension contributions 

- 

314 194 


4 081 956 3 435 759 


The Mayor, Deputy Mayor and one Exco member are full-time. 
Each is provided with an office and secretarial support at the 
cost of the municipality. 
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15 Change in accounting policy 

N/A 

16 Cash flow from operating activities 



2009 

2008 

Cash flow from operating activities is reconciled to 
the operating surplus for the year, as presented in 
the Statement of Financial Performance, as follows: 

R 

R 

Operating surplus for the year 

Adjustments for non-cash elements: 

14 674 223 

5 813 508 

Depreciation charge 

3 255 630 

2 804 630 

Increase in provision for doubtful debts 

Adjustments for items disclosed elsewhere on the face 
of the cash flow statement: 

Conditional grants transferred to revenue from the 

12 647 

1 200 000 

current liability styled "unexpended conditional grants" 

Changes in working capital: 

( 21 869 642) 

( 15 511 907) 

(Increase) in consumer debtors 

( 273 626) 

( 134 541) 

Decrease / (increase) in VAT debtor 

6 362 778 

( 3 122 338) 

(Increase) in other debtors 

(Decrease) / increase in creditors, excluding accruals and 

( 87 673) 

( 40 229) 

retentions relating to property, plant and equipment 

( 741 804) 

1 603 230 

Cash flow from operating activities 

1 332 533 

( 7 387 647) 



INGWE MUNICIPALITY 


Page 28 


NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2009 


17 Cash and cash equivalents 


2009 

R 

Investments 37 233 262 

Bank balances and cash 839 190 


38 072 452 


18 Capital commitments 


2009 

R 


Commitments in respect of capital expenditure: 
Approved and contracted 


- Infrastructure 

8 219 883 

- Community assets 

5 747 302 

- Other assets 

95 298 


14 062 483 

Approved but not yet contracted 


- Infrastructure 

14 400 000 

- Community assets 

8 814 686 

- Other assets 

1 513 000 


24 727 686 


38 790 169 

This expenditure will be financed from: 

- Government grants 

31 892 347 

- Own resources 

6 897 822 


38 790 169 


19 Retirement benefit information 

The personnel are members of either the KwaZulu-Natal Joint 
Municipal Provident Fund, adefined contribution fund, orthe 
Natal Joint Municipal Pension Fund, a defined benefit fund. 


2008 

R 

30 636 278 
1 387 728 


32 024 006 


2008 

R 


1 165 832 


1 165 832 


41 094 244 
6 703 019 
100 000 


47 897 263 


49 063 095 


47 063 095 
2 000 000 


49 063 095 
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20 Additional disclosure in terms of Municipal Finance 

Management Act 


2009 

2008 


R 

R 

20.1 Contributions to organised local government 

Unpaid at beginning of year 

- 

- 

Subscription for current year 

6 705 

28 340 

Amount paid 

6 705 

( 28 340) 

Unpaid at end of year 

13 410 

- 

20.2 Audit fees 

Unpaid at beginning of year 

- 

- 

Fee for current year 

575 393 

274 906 

Amount paid 

( 575 393) 

( 274 906) 

Unpaid at end of year 

- 

- 

20.3 Employees tax 

Unpaid at beginning of year 

- 

95 691 

Deductions for current year 

1 389 261 

1 175 887 

Amount paid 

( 1 389 261) 

( 1 271 578) 

Unpaid at end of year 

- 

- 

20.4 Value added tctx 

Receivable at beginning of year 

8 713 996 

5 591 658 

Inputs receivable for current year 

3 389 777 

3 152 338 

Outputs payable for current year 

( 52 002) 

( 30 000) 

VAT written off 

( 2 103 381) 

- 

Receipts from SARS 

( 7 597 172) 

- 

Receivable at end of year 

2 351 218 

8 713 996 

20.5 Pension and medical aid funds 

Unpaid at beginning of year 

97 507 

109 024 

Contributions and deductions for current year 

1 894 631 

1 445 029 

Amount paid 

( 1 992 138) 

( 1 456 546) 

Unpaid at end of year 

- 

97 507 

20.6 Unauthorised, irregular, fruitless and wasteful expenditure 

Nil. 
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APPENDIX A: ANALYSIS OF PROPERTY, PLANT AND EQUIPMENI 


Cost or Valuation Accumulated depreciation 



Opening 




Ciosing 

Opening 



Ciosing 

Carrying 

Budgetted 


balance 

Additions 

Adjustments 

Disposals 

baiance 

baiance 

Additions 

Disposals 

baiance 

value 

additions 


R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

Infrastructure 












Roads 

16 227 857 

6 020 808 

- 

(77 878) 

22 170 787 

3 592 343 

1 612 670 


5 205 013 

16 965 774 

6 911 843 

Taxi ranks 

2 027 546 

- 

- 


2 027 546 

281 758 

101 377 


383 135 

1 644 411 

- 

Security 

499 322 

- 

- 


499 322 

253 043 

106 678 


359 721 

139 601 

- 

Sisonke Stimeia project 

- 

2 231 887 



2 231 887 

- 

- 


0 

2 231 887 

4 100 000 

Centocow eatery and accommodation 

- 

694 302 



694 302 

- 

- 


0 

694 302 

758 407 


18 754 725 

8 946 997 

0 

(77 878) 27 623 844 

4 127 144 

1 820 725 

- 

5 947 869 

21 675 975 

11 770 250 


Community assets 

Community hails 

13 447 399 

2 488 602 

748 000 

16 684 001 

730 527 

445 608 

1 176 135 

15 507 866 

3 421 432 

Libraries 

513 079 

60 983 


574 062 

154 092 

91 816 

245 908 

328 154 

- 

Pubiic piaces 

162 729 

- 


162 729 

24 447 

13 200 

37 647 

125 082 

- 

Sports fieids 

363 603 

906 765 


1 270 368 

25 640 

12 120 

37 760 

1 232 608 

1 255 180 

Refuse site 

3 235 

- 


3 235 

3 235 

- 

3 235 

- 

- 


14 490 045 

3 456 350 

748 000 

- 18 694 395 

937 941 

562 744 

- 1 500 685 

17 193 710 

4 676 612 


Other assets 












Buildings 

5 503 755 

992 956 

150 000 


6 646 711 

932 419 

201 709 


1 134 128 

5 512 583 

1 000 000 

Computers 

292 692 

211 784 



504 476 

179 317 

66 526 


245 843 

258 633 

50 000 

Furniture and fittings 

812 380 

40 075 


(1 700) 

850 755 

381 396 

101 253 

(1 214) 

481 435 

369 320 

40 000 

Land 

517 899 

- 

1 512 101 


2 030 000 

- 

- 

- 

- 

2 030 000 

- 

Office equipment 

284 743 

40 120 



324 863 

176 929 

36 790 


213 719 

111 144 

40 000 

Plant and equipment 

192 527 

81 736 



274 263 

82 362 

51 123 


133 485 

140 778 

0 

Software 

268 131 

- 



268 131 

192 563 

52 109 


244 672 

23 459 

- 

Vehicies 

2 684 966 

280 000 


(446 035) 

2 518 931 

1 300 036 

362 650 

(177 523) 

1 485 163 

1 033 768 

150 000 


10 557 093 

1 646 671 

1 662 101 

(447 735) 13 418 130 

3 245 022 

872 160 

(178 737) 3 938 445 

9 479 685 

1 280 000 

43 801 863 

14 050 018 

2 410 101 

(525 613) 59 736 369 

8 310 107 

3 255 629 

(178 737) 11 386 999 

48 349 370 

17 726 862 


INGWE MUNICIPALITY 


ANNUAL FINANCIAL STATEMENTS - 30 June 2009 

APPENDIX B{1): ACTUAL VERSUS BUDGET - REVENUE AND EXPENDITURE 
for the year ended 30 June 2009 



2009 

2009 



Actual 

Budget 

Variance 


R 

R 

R 

Revenue 




Property rates 

765 561 

768 168 

( 2 607) 

Property rates - penalties and charges 

- 

40 000 

( 40 000) 

Service charges 

248 198 

214 899 

33 299 

Fines 

133 490 

120 000 

13 490 

Rent of facilities and equipment 

123 247 

- 

123 247 

Interest- investments 

2 389 244 

900 000 

1 489 244 

Interest - outstanding debtors 

- 

30 000 

( 30 000) 

Government grants and subsidies 

43 459 312 

77 451 996 

( 33 992 684) 

Other income 

103 070 

1 798 225 

( 1 695 155) 


47 222 122 

81 323 288 

( 34 101 166) 


Expenditure 

Etnployee-related costs 
Remuneration of councillors 
Doubtful debts provision 
Contracted services 
Depreciation 
General expenses 
Repairs and maintenance 
Interest paid 

(Gain) / loss on disposal of property, plant 
and equipment 

Expenditure on administrative and 
community projects 


7 293 167 
4 081 956 
12 647 

2 457 974 

3 255 630 

4 460 346 
392 557 

569 

( 12 322) 
10 605 375 


32 547 899 


7 767 235 
4 131 381 
( 400 000) 
3 008 594 

3 200 000 

4 281 210 
866 000 

4 000 


42 136 996 


64 995 416 



474 

068 


49 

425 

( 

412 

647) 


550 

620 

( 55 

630) 

( 

179 

136) 


473 

443 


3 

431 


12 

322 

31 

531 

621 


32 447 517 


Surplus for the year 


14 674 223 


16 327 872 


( 1 653 649) 
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Explanation of variances larger than 10% of budget 
% (brackets denote an adverse variance) 


-0 

-100 Penalties not charged due to poor credit control in previous years. 

15 Budget was set conservatively. 

11 Revenue slightly better than budget. 

Eratic source of revenue. Therefore not budgetted for. 

165 Interest on unexpended grants exceeded expectation.. 

-100 Interest not charged due to poor credit control in previous years. 

-44 Reduced housing grants from province and delay in Emasameni electrification. 

-94 Budgetting error in sundry income. 


6 Posts filled and budget utilised. 

1 

103 Budget anticipated an increase in debt collection levels. 

18 VAT recovery specialist's cost less than anticipated. 

-2 

-4 

55 General savings . 

86 Obligations to suppliers are settled promptly and no interest is incurred. 

Net gain on disposal of redundant vehicles. 

75 Timing of housing, electrification and other projects: grants not yet utilised. 
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ANNUAL FINANCIAL STATEMENTS - 30 June 200£ 


APPENDIX B(2): ACTUAL VERSUS BUDGET - ACQUISITION OF PROPERTY, PLANT AND EQUIPMENT 
for the year ended 30 June 2009 



2009 

2009 




Actual 

Budget 

Variance 



R 

R 

R 

% 

Infrastructure 





Roads 

6 020 808 

6 911 843 

( 891035) 

-13 

Taxi ranks 

- 

- 

- 


Security 

- 

- 

- 



6 020 808 

6 911 843 

( 891 035) 


Community assets 





Community halls 

2 488 602 

3 421 432 

( 932 830) 

-27 

Libraries 

60 983 

- 

60 983 

- 

Public places 

- 

- 

- 

- 

Sports fields 

906 765 

1 255 180 

( 348 415) 

-28 


3 456 350 

4 676 612 

( 1 220 262) 


Other assets 





Buildings 

992 956 

1 000 000 

( 7 044) 

-1 

Centocow eatery and accommodation 

694 302 

758 407 

( 64 105) 

-8 

Computers 

211 784 

50 000 

161 784 

324 

Furniture and fittings 

40 075 

40 000 

75 

- 

Office equipment 

40 120 

40 000 

120 

- 

Plant and equipment 

81 736 

- 

81 736 

- 

Sisonke Stimela project 

2 231 887 

4 100 000 

( 1 868 113) 

-46 

Vehicles 

280 000 

150 000 

130 000 

87 


4 572 860 

6 138 407 

( 1 565 547) 



14 050 018 

17 726 862 

( 3 676 844) 
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Explanation of variances greater than 5% 
(brackets denote underspending) 


Construction prices coming in lower than budget. 


Mahwaqa and Mpithitini halis running a little behind schedule. 
Finishing work on the Bulwer library building. 

Khethokuhle sportsfield running a little behind schedule. 


Two dwellings for rental to municipal staff and an archives office. 
This project is running on schedule. 

Computers for library and administration. Mainly funded by grants. 


Various minor items including loud hailers and a tent. Not budgetted. 

On track. Balance of spending was in August 2009. Mainly funded by grants. 

Mayor's new vehicle was budgetted at the trade-in price but recorded at full invoice value. 
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ANNUAL FINANCIAL STATEMENTS - 30 June 2009 


APPENDIX C: DISCLOSURE OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF THE MUNICIPAL FINANCE 

MANAGEMENT ACT 

for the year ended 30 June 2009 




Unspent 




Unspent 



at beginning 

Received 

Interest 

Expended 

at end 

Purpose of grant 

Organ of state 

of year 

during year 

credited 

during year 

of year 



R 

R 

R 

R 

R 

State Housing - Bulwer project 

Province of KZN 

2 466 902 

4 288 223 

33 199 

5 696 914 

1 091 410 

State Housing - Donnybrook project 

Province of KZN 

70 382 

- 

3 145 

- 

73 527 

State Housing - Ngcobo's Farm project 

Province of KZN 

710 876 

- 

31 379 

15 000 

727 255 

State Housing - Tar's Valley project 

Province of KZN 

486 396 

- 

21 607 

5 000 

503 003 

CMIP - Bulwer housing project infrastructure 

Province of KZN 

107 444 

- 

4 493 

11 623 

100 314 

CMIP - Donnybrook water system 

Province of KZN 

218 230 

- 

9 752 

- 

227 982 

CMIP - Ngcobo's Farm housing infrastructure 

Province of KZN 

109 633 

- 

4 900 

- 

114 533 

CMIP - Nkwezela landfill site 

Province of KZN 

145 628 

- 

6 508 

- 

152 136 

CMIP - Tar's Valley housing infrastructure 

Province of KZN 

84 366 

- 

3 770 

- 

88 136 

Amakhuze biodiversity 

National government 

783 966 

- 

34 586 

456 873 

361 679 

Anti - corruption measures 

Province of KZN 

150 567 

- 

6 729 

- 

157 296 

Basic bookkeeping 

Province of KZN 

104 888 

- 

4 687 

- 

109 575 

Bio-fuel / Sisonke Stimela project 

Gijima LED Fund 

1 580 676 

- 

70 683 

584 194 

1 067 165 

Bulwer library: furniture and equipment 

Province of KZN 

62 315 

62 289 

1 846 

91 933 

34 517 

Communication strategy 

Province of KZN 

34 366 

- 

1 536 

- 

35 902 

DBSA grant - rates service providers 

Province of KZN/DBSA 

206 871 

- 

9 245 

55 684 

160 432 

Development administration capacity building 

Province of KZN 

111 946 

- 

5 003 

49 811 

67 138 

Electrification of eMasameni 

National government 

5 942 932 

- 

257 209 

352 751 

5 847 390 

Financial management 

National government 

696 310 

250 000 

27 246 

626 519 

347 037 

Geographic information system 

Province of KZN 

283 631 

- 

12 589 

6 491 

289 729 

Gerard Bhengu art gallery 

Province of KZN 

388 043 

- 

12 987 

401 030 

- 

Human resource systems 

Province of KZN 

150 162 

- 

4 883 

76 665 

78 380 

Indigent support 

Province of KZN 

983 607 

- 

33 822 

638 925 

378 504 

Induction training 

Province of KZN 

12 964 

- 

579 

- 

13 543 

Integrated development planning 

Province of KZN 

6 470 

- 

24 

6 494 

- 

Inter-departmental monitoring 

Province of KZN 

47 715 

- 

2 133 

- 

49 848 

Internal control and audit 

Province of KZN 

158 231 

- 

7 071 

- 

165 302 

Land use management system 

Province of KZN 

6 890 

- 

308 

- 

7 198 

Library computer project 

Province of KZN 

- 

78 900 

2 935 

- 

81 835 

Local government expert 

Province of KZN 

- 

500 000 

8 835 

- 

508 835 

Management assistance programme 

Province of KZN 

616 235 

- 

25 678 

127 309 

514 604 

Municipal infrastructure 

National government 

2 097 886 

9 255 000 

166 949 

8 050 789 

3 469 046 

Municipal infrastructure investment planning 

Province of KZN 

213 591 

- 

9 545 

- 

223 136 

Municipal systems improvement 

National government 

2 046 553 

735 000 

63 115 

2 734 500 

110 168 

PIMS skills development 

Province of KZN 

194 591 

- 

8 697 

- 

203 288 

Property rating 

Province of KZN 

484 953 

- 

19 122 

84 054 

420 021 

Public participation 

Province of KZN 

60 889 

- 

221 

61 110 

- 

Sisonke Stimela train project 

Gijima LED Fund 

1 140 000 

2 280 000 

43 831 

1 345 193 

2 118 638 

Sports stadium 

Province of KZN 

340 887 

791 700 

22 846 

845 815 

309 618 

Township establishment 

Province of KZN 

98 093 

- 

3 328 

40 700 

60 721 

Vuna award prize money 

National government 

839 944 

- 

35 943 

210 118 

665 769 

Web site development 

Province of KZN 

13 785 

- 

617 

- 

14 402 



24 259 814 

18 241 112 

1 023 581 

22 575 495 

20 949 012 


NOTES 

1. No grants were delayed or withheld 

2. Conditions specified in the Division of Revenue Act were complied with in all instances 


